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REORGANIZATION PLAN NO. 9 OF 1953 
(Couneil of Economie Advisers) 


SPECIAL SUBCOMMITTEE ON R GANIZATION, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
1} at dD. ¢ 
The subcommittee met, pursua o call, at 10 a. m., in room 1501, 
New House Office Building, Hon. Marguerite Stitt Church, chairman 


of the subcommittee presiding, 


Pres nt: R pr I itives ( | H fl { | i NI rerile 
rite Stitt Chure!l hairman of ibco nittee), Ka ] eS reo ge, 
and John W. MeCorma kk 

Also preset Clyde W. Smith, com I, 

Mrs. Cuurcn. ‘| ne will come to order, pl 

We are here this morning to consider House Resolution 263 and 
Reorganization Plan No. 9 of 1953. ane t f VY objection, 
[ would like to nrer 1 to the recor | it this poin , but omitting the read 
ing thereof, the message of the President hh npanied the plan 
when it was sent to the Congress 

(H. Res. 26: d Reorganization Plan No. 9 of 1953, and the m« 


sage from the President transmitting Reorganization Plan No. 9, are 


as follows :) 


MESSAGE FROM Titi PRESIDENT OF H ITED STA 3 Tra ING REORGAN 


To the Congress of t! United States: 
I transmit herewith Reorganization Plan No. 9 of 1953, prepared in accordance 


with the Reor; { ge 
in the Council of Economic Advisers in the Executive Office of the President 


nization Act of 1949, as amended, and providing re« inizutions 





The legislative history of the Employment Act of 1946 makes it clear that it is 
the determination of the Coneress to help develop a strong economy in the United 
States. A strong nomy is necessary to preserve the pen to build our 


defenses and those of the free world, to raise the living ple, 
and to stimulate trade and industry in friendly countries throughout the world 

A strong economy means a free economy—with full opportunities for the 
exercise of initin‘ive and enterprise on the part of all individuals 


} 


It means a stuble economy—so that satisfying jobs are as numerous as the 
men and women seeking work, and the production of goods is abundant to meet 
our needs. 

It means an expanding economy—in which workers, managers, and farmers, 
using more and better tools, constantly increase the output of useful products 
and services and receive steadily rising incomes in a dollar of stable valine 

It means a humane economy—to the end that the aged, infirm, and those 


suffering hardships receive every needed help 











{ t I ‘ ‘ t ; 
ment i mny—an ¢€ nomy that 
wi \ 1 en t ( ns free from the dis 
nf ( ‘ ( an economy that forms the 
4 {] ’ our ae and political insti 
‘ \ bankers, farmers, house 
eral Government, too 
| { a of t President require 
t etivities in order to 
propel ‘ side the Congress, and to take 
! rei t ng thi ( e faithfully executed 
t (*o? ] ce red 1 tl mplovment Act o 1946, the 
r) ‘ of Fed ( vernment to coordinate 
1 I | | se ( creatin 
! ent fr compet enterp! and the general 
Tl ict dedicates the TFederal 
‘ ( em ment, production, and pur 
| W 
{ Car put es, t Congress provided for the estal 
f th on Ad I the Executive Office of the 
I ( t to make ; roy e7 1 tions to the President and to assist 
e pre 9 Nn « ] ! cre rt ft (‘on ess 
I ( he ) e Emp I Act, and it is my purpose 
‘ ropria ( to 1 orat 1 make more effective the 
the ¢ I Eeonomik ( ‘ Our needs for proper advice 
‘ { lol by ou ‘ to have the very best advice 
nnin * rity 
‘ S ‘ I have benetit tudy and work of the Eco 
! ii¢ Adviser to the ] dent 1 } cle b Congres The Economic 
a I l Dp s of the ¢ il of Economic Advisers 
nd has 1 mmended t a ries of actions aimed at making it more fully 
4 ein performil s statutory duties 
Accordingly. I intend te ppoint a full members! of three members to the 
( neil of Economie Ady rs and to recommend to the Congress that adequate 
funds be appropriated to operate the Council as a fully going unit capable of 
providing the kind of economic staff work required 
The accompanying reorganization provides changes which strengthen 
? iy ly 


ternal administration of the Council and clarify its relationships with 
the President 


To achieve the first objective—strengthened internal administration—the 
‘ 1 ] ] 


reorgan ion plan w make the Chairman of the Council, rather than the 
vhole ei responsible for certain administrative functions of the Council. 
Because the Coun s essentially an advisory body, these administrative func- 
tions relate principally to managing the staff employed to assist the Council. 
Piacing the Chairman in a position to perform these functions will obtain the 


benefits of single management of the staff To make possible such an arrange- 
ment, the accompanying reorganization plan transfers to the Chairman the 
functions vested in the Council of Economic Advisers by section 4 (b) of the 
Employment Act, which relate to employing the staff and other necessary 
specialists and consultants to work for the Council. 

To further the other objective—a clearer relationship with the President— 
the reorganization plan transfers to the Chairman the function of reporting 
to the President on the activities of the Council. This change will improve and 
simplify the relationship of the Conncil to the President and enable the Presi- 
dent to deal with the Council more directly through the Chairman, 

The increased responsibilities placed upon the Chairman by this plan would, 
in my judgment, make it appropriate for the Congress to take action to increase 
the compensation of the Chairman. 

The reorganization plan provides for the elimination of the Vice Chairman 
of the Council of Economic Advisers, whose designation is provided for in the 
last sentence of section 4 (a) of the Employment Act of 1946. The objective 
of this step is to place the members of the Council, other than the Chairman, in 
an equal status. I shall make provision for one of the members of the Council, 
other than the Chairman, to act as Chairman of the Council on such occasions 
as necessity may arise therefor. 
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In order to make the work of the Council of EFeonomie Advisers more effective 
at the top policy level of the executive branch, I am also asking the heads of 


several departments and agencies, or the repre tives they may designate 
to serve as an Advisory Board on Economic Growth and Stability, under the 
chairmanship of the Chairman of the Council of Economic Advisers At all 
imes, Close liaison must be maintained by the Council with all departments 


and agencies, and with interdepartmental committees, especially the National 
Advisory Council on International Monetary and Financial Problems. 

It is contemplated that the Advisory Board on Economic Growth and § 
bility, supported by the existing staffs of the various departments and as 
will meet frequently, and through its Chairman will keep me closely informed 
about the state of the national economy and the various measures necessary 
aid in maintaining a stable prosperity 

Because of the complexity of our economy and the 
ing its problems, I shall expect the new Council of E 
advice energetically not only from the departments and 





Government but also from representatives of industry, 


sumers ,and other groups concerned with economic matters, from representa 
tives of State and local governments, and from universitie I want the } 
economic thinking in the country to be canvassed by the Council Thro 


advisory groups, through the employment of expert consultants, and throu 
informal relationships with informed citizens the Council will make use of « 
nomic talent wherever it may be. 

I deem it especially significant that the Congress has provided in the E 
ployment Act for the Joint Committee on the Economic Report, composed of 
Membe rs of both louses of the ¢ 


f ngress, to study rs relating to the ec 


nomic report and to make recommendations to the two Houses for legislation 
I expect to impress upon the Council of Economie Advisers the importance which 
I attach to the fullest cooperation of the Council with the Joint Committee 
assist the Joint Committee in its important tasks 

After investigation I have found and hereby declare that each reorganization 
included in the accompanying reorganization plan is necessary to accomplis! 
one or more of the purposes set forth in section 2 (a) of the Reorganization Act 
of 1949, as amended. 


The taking effect of the reorganizations included in the accompanying 





organization plan is expected to result in a more effective performance of the 
statutory functions of the Council of Economie Advisers and to provide the 
President with better advice upon economic matters. It is impracticable to 
specify or itemize at this time any reduction of expenditures which it is probable 
will be brought about by the taking effect of this reorganization plan. 

The reorganization plan will make the Federal Government better able to 
carry out its responsibilities to the American people to foster a strong, free, and 
prosperous economy so that we may all enjoy an ever-rising standard of living 
I urge the Congress to permit the reorganization plan to become effective. 





DwiGcHT D. EISENHOWER 
THr WHitre House, June 1, 1958. 


REORGANIZATION PLAN NO. 9 oF 1953 


(Prepared by the President and transmitted to the Senate and the House of Representa 
tives in Congress assembled, June 1, 1953, pursuant to the provisions of the Reorgar 
tion Act of 1949, approved June 20, 1949, as amended) 


COUNCIL OF ECONOMIC ADVISERS 


The functions vested in the Council of Economic Advisers by section 4 (b) 
of the Employment Act of 1946 (60 Stat. 24), and so much of the functions 
vested in the Council by section 4 (c) of that Act as consists of reporting to the 
President with respect to any function of the Council under the said section 4 
(c), are hereby transferred to the Chairman of the Council of Economic Ad 
visers. The position of Vice Chairman of the Council of Economic Advisers, 
provided for in the last sentence of section 4 (a) of the said Act, is hereby 
abolished. 
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H. Res. 263, 83d Cong., 1st sess 
RESOLUTION 


Resolved, That the House of Representatives does not favor the Reorganiza- 
nm Plan Numbered 9 transmitted to Congress by the President on June 1, 1953. 


Mrs. Cuurcen. If there is no objection, Mr. McCormack, I think we 
| waive the swearing of the witnesses. We have a new counsel this 


morning. who tells us it is proper, but I think if there is no objection 
1? 
e Will 


omit the process. I have never known of it taking place in 


hearings of this nature. 

Mr. McCormack. I don’t think it is necessary to swear the witnesses. 
Mrs. Cnurcu. Mr. Smith tells us there is such a provision, but if 

e is no objection we will waive 
Mr. Surru. As a matter of policy I understood we were to do 

( tte rule 14 requ — 

Irs. Caourcu. I think if Mr. MeCormack agrees, we will omit it. 
Mr. McCormack. There isa difference between an investigation and 
hea (r Ol legislati Oo! plan, I think. 

Mrs. Courcu. I believe the fir tness is Arthur F. Burns, chair 
ino Council of Econom \dvisers 
Mi. Burns, will you ec up to the table, please 7 


STATEMENT OF ARTHUR F. BURNS, MEMBER, COUNCIL OF EC - 
NOMIC ADVISERS; ACCOMPANIED BY WILLIAM F. FIN! 
ASSISTANT DIRECTOR FOR MANAGEMENT AND ORGANIZATION. 
BUREAU OF THE BUDGET 


BS 


Mrs. Cuurcu. Dr. Bum vill you 1 tify yourself and then 
pl ) cd 4 

Mr. bcRN ; At the present time I hye ld two pos tions with the 
Fed ral (rovernment. | am a mel ibe ot t} e Council of Kconomic 
Advi ers, ind lam al oO Economic Advise to the President. I receive 


\ salary, however, fol only th eee ar 

Mrs. Cuurcu. Will you proceed? I believe you have a prepared 
statement. 

Mr. BURNS. I have prepared a brief statement, : ind if you would like 
me read it, I shall doso. 
Mrs. Cuurcu. I think that we would lke to have it read. 
Mr. Burns. Reorganization Plan No. 9 of 1953 is aimed, as the 


President made clear in his message of transmission, at the achieve 


to have 


ment and preservation of a strong economy. ‘The plan promotes this 

aim by yn rmitting the Council of Economie Advisers to perform more 

effectively the functions vested in it by the Employment Act of 1946, 
nd the plan treats these functions as divided into two categories. 

In the first category is the Council’s duty to analyze and interpret 
economic developments, to appraise the economic programs and ac- 
tivities of the Government, and to formulate national economic poli- 
cies for promoting employmen it, production, and purchasing power 


under free competitive enterprise. 

The plan facilitates the carrying out of this duty by making the 
chairman responsible for the internal administration of the ( ‘ouncil, 
particularly for the management of its staff. In so doing, the plan 
will encourage the greatest possible effectiveness and coherence in 
management. 
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In this concentration the Council will have the benefit of govern 
mentwide coordination and analysis made possible by the interdepart 
mental Advisory Board on Economic Growth and Stability which the 
President has dese ribed in his me ssuge. 

In the second ia. Is the CS ounce) ; duty to recommend to the 
President appropriate national economic policies, and the plan sim 
plifies this duty by providing that the function of reporting to the 
President on the activities of the Council is to be pel formed by tli 
Chairman. 


In this Wity, the channel of economic advice from the Council to the 
President will be clearly defined tnd singu! ‘A thus ASSULrING t he most 
efficient use of the time that the President devotes to questions oO 
‘conomile policy 

As a relatively minor point, the plan abolishes the office of Vice 


Chairman of the Council, thereby removing the differenc 
that would other wise 7 bet ween the second “a al third me} be} oft 

ie Council. With the President’s approval, the Chairman can des 
gnate one of these other members as Acting Chairman in his absence. 

In summary, the total effect of this plan is to increase the effective 
ness and efficiency of the Council of Economic Advisers in assisting 
the President to carry out the congressional declaration of policy in 
he Kmployment Act of 1946, 

With the United States in its present position ot world leadet ship, 
and with that leadership dependent in large part upon the preserva 
tion of a stable, high-level economy in this country, the oe 
'f the economic advice supplied to the President can be clearly appre 
ciated. 


l 


4 
‘ 


In facilitating the development and transmission of this advice, 
Reorganization Plan No. 9 of 1953 can make an important contribu 
tion to the success of democratic government in our generation.  ] 
urge that it be permitted to oe effect. 


Mrs. Cirurcu. Would you like to discuss the plan informally, Dr. 
Burns, or any of iinsplaniaaint 
Mr. Burns. I wish only to say that this plan evolved after fairly 


careful aie of the entire history of the Council of Economic Ad 
visers. It rests on an examination of that history and also on an anal 
ysis of the kinds of problems that the Council will have to deal with. 
It atte mupts to supply as good an organizational scheme as seems pos 
sible in the circumstances. 

Mrs. Cuurcn. Mrs. St. George, have you a question / 

Mrs. Sr. Gronce. Well, Mr. Burns, isn’t it a fact that what thi 
really does is that it streamlines the Council by olving more stre oth 
und more authority to the Chairman ? 

Mr. Burns. Yes; it does that exactly. 

Mrs. St. Georce. So that that is the essential difference 

Mr. Burns. Yes. 

Mrs. Sr. George. And it it a fact that this has been contemplated 
for a long time? I notice that you said it had been discussed some 
time back. Was it found almost immediately that this was a serious 
iack— 

Mr. Burns. I am uneble to answer that question. Criticisms of 
the Council’s operations began to multiply at a rather early stage, and 
a variety of solutions, based on a variety of diagnoses, were offered 


HELO 2 » 
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You may possibly recall the recommendation made by the task force 
functioning under the Hoover Commission, which recommended a 
ingle Economic Adviser. This stimulated a good deal of discussion 
the Council’s operations. 
Mrs. Sv. Grorere. And produced this plan, more or less? 
Mr. Burns. Not quite, though this plan was certainly influenced 
that task-force recommendation. 
What this plan does, essentially, or what it attempts to do, is to 
ombine the advantages of a three-man Council and also those of 
ingle Economie Adviser. 
Mrs. Sr. Grorer. Thank you. 
Mrs. Crurcu. Mr. MeCormas k, do you havea question ? é 
Mr. McCormack. This is sort of like the milit: iry line of command, 
it ? 


Mr. Burns. Well, I don’t think of the Council in military terms 


Mr. McCormack. No, but I mean the line of command through reg- 
ilar channels. 

Mr. Burns. Yes, there is an attempt made in this plan to articulate 
the channels of communication. 

Mr. McCormack. You find in all of the plans that come up the 

ume basic theory which disturbs some of us who are very strong in 
the belief that this is a civilian government, and we are a little dis- 
sturbed about putting the military spirit into the civilian side of 
the Government. 

Mr. Burns. I must say I see nothing of a military nature in this 
plan. 

Mr. McCormack. Of course, I did not say military nature; I said 
military spirit. 

Mrs. Cuurcn. Will the gentleman yield? 

Mr. McCormack. Yes, I was just probing. 

Mrs. Cuurcn. Was it not a concept of the Hoover Commission that 
there should be a designation of responsibility under one person, where 
possible ? 

Mr. McCormack. I would like to have this off the record, please. 

(Discussion off the record.) 

Mr. Burns. Well, I find it very difficult, Mr. McCormack; you are 
suggesting that I gr ge with a thoroughly new idea, and I am 
doing my very best. I find it difficult to see anything of the military 
spirit in this reorganization plan, but perhaps I know so little about 

military matters that I cannot detect the military spirit when it may 
exist. 

Mr. McCormack. Well, I heard with interest and wrote down what 
you said, that the channel of communication shall be through the 
Chairman. Now, will you explain that, just how it will operate? 

Mr. Burns. Well, all that it means is that the President, instead 
of meeting with the full Council on each and every occasion when he 

wishes to discuss economic policies, will talk matters over with the 
Chairman of the Council. 

Mr. McCormack. Well, I wouldn’t expect the President to meet on 
each and every occasion with the full Council. That wouldn’t raise 
any serious considerations to me, but what do you mean by each and 
every occasion? Now, how many—would you explain that a little 


more ¢ 
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Mr. Burns. Well, I can’t explain that numerically. 

Mr. McCormack. Well, under this line of command, and, of course, 
that has a military tenor, you know, and I am far from criticizing the 
Army and the Navy — 

Mr. Burns. No, those are your words. The plan merely recom 
mends having the Chairman of the Council come in to see the Presi 
dent on fairly routine oceasions instead of having the full Council 
to do SO, 

Mr. McCormack. Very desirable, but suppose there is disagreement 
between the chairman and the other members: what then ? 

Mr. Burns. Well, then in that case much would depend on t 
chairman, would it not 4 A sensible chairman who knows how to 
rk W ith people would try to bring ib ut agreement, 

Mr. McCormack. I think that is correct. All of us in Congress have 
our experiences along such lines. 

Mr. Burns. If he didn’t succeed, and if he is a man of good sens 

d judgment, he will insist that his colleagues accompany him te 
the meeting with the President. 

Mr. Mi CorMACK. Well, I dol { waht to be put in the position oT 

sking vou what appear to be unwise questions; that is not my pu 
po >. But assuming there is disagreement on matters which sh yuld 
come within the recommendations to the President; as long as you 
( 


] 1-1 ] } | } 4 
chairman would you have the other members of the Counc] 


ire 
company vou? ITmeana serious disagreement ; I am not talking about 
minor matters, 


\ir. Burns. Why, of course, I would if I were chairman. Nothing 


else would make sense to me. 


Mr. Mea ‘ORM ACK, All right. Your word 1 food enough: hot 
that vou have to give me your word, but it would seem to 1é f 


Wot ld be nece sary to apply common sense under those circum 
stances, 

You ee, Doctor. we also have the Executive Order on the ne 
Foreign Operations Administration, and we have the same ley 


\\ 


of directives in connection with foreign affairs that places every 
thing in the hands of the Secretary of State. and on foreign affai 
even the Secretary of Defense and the Secretary of the Treasury 
have to clear, in a sense, through him. 

I can understand consultations, but when you have directives 
Is an entirely different proposition of what ought to oceure in 
civilian Government such as ours, and it isn’t a question of one plan 
with that basic scheme. We have all of the plans coming up 
here with that underlying basic proposition of through regulat 
channels. 

Mr. Burns. Perhaps I might say, Mr. McCormack, that I know 
nothing of other plans that have come before your committee. This 
plan evolved in its own independent fashion. If there is any simi 
larity between this plan and other plans, it is entirely coincidental. 

Mrs. Sr. George. Madam Chairman. Will the gentleman yield? 

Mr. McCormack, Yes. 

Mrs. Sr. Grorgr. Isn’t it probable that these plans have this sim- 
ilarity because they are fundamentally based on the recommenda- 
tions of the Hoover Commission? Wouldn’t you say that is what 
it stems from rather than the present administration 
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Mr. McCormack. No, I think the recommendations of the Hoover 
(‘ommission are in connection with the directives that, while not 
pecifi ically included in the plan, will certainly be the guiding spirit 
f what 1 topo for the next 4 years, anvway. 

Mrs. Sr. Grorcr. Yes, I agree with that, but what I mean is that 

e reason these plans are all so similar is because they have their 
ot in the same general philosophy. 

Mr. McCormack. There is an additional mark added. 

Mrs. Sr. Grorcr. That is obviously true, and that is what you 
ire worried about, and I might say—for instance, this chairman 

: that if there is any difficulty, of course, he will take the 

ther members of the Council in with him. That is very fine, but 
won't always be the chairman, and it is perfectly possible under 
is plan that there might be a chairman who would not take the 


er members in with him and he would not be obliged to do it. 
Mr. McCormack. I think I find you on my side. 

Mrs. Sv. Grorce. I think TI am inclined to agree, but, on the other 
ind, having struggled with iia committees, I think if 
e are ever to get anything done this is the way to do it. 

Mr. McCormack. Of course, I start off with a favorable state 


f mind as to any recommendation of a President, in the absence of 
lence that would prompt me to bits the contrary position, the 
ume as I do with regard to legislative law; I have certain presump- 
ons which J] carry in my m nd—and I would be glad to have this 
e record. So I start out in favor of any plan submitted, as 
colleagues know, not only in public bearings but in executive 


eCarings : but | am somewhat conce ‘rned becaus se the spirit is very 
ontagious, the spirit of discipline, the spirit of obedience necessary 
n the Armed Forces: the spirit of teamwork on the civilian side 


necessary, but when you have people developing a fear of the 
pirit, I am not saying it has developed—— 
Mrs. Sr. Grorcr. No. 
Mr. McCormack. And I am not making that charge, but it is 
easy to develop. 

Mrs. St. Grorce. But don’t you think probably the advantages that 
vould be gained through the efficiency and effectiveness would well 

yunterbalance any such fear we might have? I think it is right and 
proper to discuss it, but I think it is really amply counterbal: unced., 

Mr. Mc i orMACK. Well, I think it is well for us to explore it. 

Mrs. Sr. Grorce. Very well indeed. 

Mr. Mc C ormack. Now, it is expected that the new Council, you and 
your associates, will seek advice not only from the departments and 
iwwencies of the Government, which is proper, but also from repre- 
sentatives of the different economic segments, particularly those that 
make up our life? 

Mr. Burns. Yes. 

Mr. McCormack. And while this is a leading question, it is for the 
record, and I would anticipate the answer, Doctor. 

I assume that in connection with the individuals that might be 
invited to constitute these gr oups and serve with regard to economic 
matters, would be gan itives of State and local governments, and 
that would include, I assume, representatives from ‘different colleges 
and universities and Siecha ably representatives from all other segments, 
particularly economic, and probably social, too, wouldn’t it? 
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Mr. Burns. It would include representatives of the leading seg 
ments in American economic society. 

Mr. McCormack. And I suppose sometimes into those questions 
might come the advice of religious leaders ¢ 

Mr. Burns. I don’t visualize a situation like that, but it might arise. 

Mr. McCormack. I mean if a question should be involved, and some 
times there are in connection with recommendations, I suppose unde 
those circumstances advice would be sought? That is not intended to 
be a trappy question. 

Mr. Burns. I would not exclude that possibility. 

Mr. McCormack. And the representatives invited would not be per 
sons with a particularly slanted view but representative of the views 
of the people of America 4 

Mr. Br RNS. That would be one’s aim. but, of course, in seeking “a 
cross section of opinion you will iney itably be seeking or getting, as 
well, a balance of slanted views. 

Mr. McCormack. Will you repeat that again! In seeking 

Mr. Burns. In seeking a cross section of opinion, you will, let me 
add an additional word this time, almost inevitably be seeking a bal 
ance of slanted views. In other words, the views will represent the 
thinking of different segments of our society; for example, farmers, 
industry, labor, community leaders, and so forth. 

Mr. McCormack. Well. if you are careful in the selection of those 
it would be what I suppose would be called an advisory group. Sup 
pose we call it that for the purpose of this hearing. If you select a 
representative of the different economic aegne nts of our society you 
would get a pretty broad collective picture, then, but if you excluded 
some you are likely to get a pretty slanted view. 

Mr. Burns. Of course. 

Mr. McCormack. So it is your intention, you and your associate 





long as you are chairman, to try to get as re presentative a View 
point for the consideration of you and your associates as you can 4 

Mr. Burns. That is right. 

Mr. McCormack. I assume that is the answer. but I would hke 


just get it in for the record. 

Now, what is the status of your small but very important activit 
now? You have no associates now, have you’ You are the o1 
one now ¢ 

Mr. Burns. I am thi only member of the Council at the present 
time. 

Mr. McCormack. Theve will be 2 more under this plan ¢ 

Mr. Burns. Yes. 

Mr. McCormack. In the supplemental appropriation bill just re 
ported out, coming up today, I remember an item of $200,000, is it ¢ 

Mr. Burns. Yes. It was a very disappointing appropriation. 

Mr. McCormack. Yes, you asked for $300,000, It is not our purpose 
to go into that, and I will not embarrass you, because as to whether 
or not that is enough is something that on this occasion it would not 
be relevant to go into, with the idea that it might be a little embarras- 
sing because some of our friends on he Appropriations Committee 
are sometimes sensitive, so I won’t go into that. 

Mrs. Cuurcn. I have 1 or 2 questions, then, if I may, Dr. Burns. 

Mr. Burns. Yes. 
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Mrs. Cururcn. One really involves a technicality. I notice that 
you are to appoint from among the 2 members 1 who will serve as 
acting chairman when you are away. That would not necessarily 
always be the same person, would it 4 

Mr. Burns. No. 

Mrs. Cuurcu. There would be no attempt, then, through precedent 
to build up one over the ornel ot the two advisers / 

Mr. Burns. An attempt would be made to avoid that. 

Mrs. Cuurcn. I think that that would be very wise. 

Now, as I looked at the plan last night it seemed to me you were 
being offered a wealth of advice, or at least a variety of places in 
which to find it, and I wondered if you could outline for me the rela 

nship, as you see it, between the Council of Economic Advisers 
und the Advisory Board on Economic Growth and Stability which is 
being formed by the heads of the departments ¢ 

Mr. Burns. That board 1s essenti: ally an advisory committee to the 
Council. It isdesigned to meet a very concrete prob lem in vovernment, 
namely, to regularize the channels through which economic thinking, 
that is, thinking on economic policy, can be por led and tested. 

Now, the old Council did not have the advantage of any such govern- 
mental machinery. This had the result of restricting the influence of 
the old Council on economic policy. ‘J he new advisory board is de 
signed to prevent the Council from becoming a report-writing or 
purely research agency. 

Mrs. Cuurcu. Is there such interrelationship planned that you could 


i1S evard the acd » of th it @) i} if Vol feli it necessary ¢ 

Mi Bt RNS Yi Tec it Hhy 

Mrs. CHurcn. ly, what would happen ¢ 

Mr. Burns. Well, actually it would make no sense to disregard the 
thinkine of the imp fant aqepartm { 1f the Government. Afte1 all, 

atten pt | he ! | \ ul OT to hay hel ou policy ¢ ( i the 
ill lt yr t \ 

Nil ( HUl I Yi .. a2 r ( lac fol emp ical 
( IS, ¢ | ct ( 

| Burns of 3 1 ( na theo nu iWavs 
ulde us, ul IT alse mut the ire is of ect omic iwencies »f A vo 
ernment such ‘ have some familiarity with economic facts and 
( omic theory ad that a ( nell of Economie Advisers which 
lisreearded their thinkine would turn out to be a sterile and ineffective 
x hey 

Mrs. CHurcnu. What I was attempting to probe into was your own 


attitude toward divorcing political considerations from your decisions. 


1 would like to feel that at least the Council of Economic Advisers 
could fee] itself « livorced fr m the necessity of making political de 
cisions ore xpressi ne them or even being influenced b Vy politic al policy. 

Mr. Burns. Certainly, the Council of Economic Advisers would 
not attempt to play any role in the political process. 

Mr. McCormack. What do you mean by political? I think there 
are two meanings to it. I think if the doctor got that- 

Mrs. Cuurci. I mean the decisions of practical policy. 

Mr. McCormack. I mean as far as political parties are concerned, 
and policy. 

Mrs. Cnurcu. Exactly, because after all— 
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Mr. McCorm ACK, How ean they, in performing their duty, escape 
making recommendations or reports that might involve them ¢ 

Mrs. CHURCH. | Was merely hoping that if the occasion arose the 
Council would certainly feel free to make deceisions of sound eco 
nomic policy even though if might be against the policy of the party 
appointing him. 

Would you feel so free / 

Mr. Burns. Well, I would feel perfectly free. It is perhaps eas) 
for me, Mrs. Church. Iam a registered Democrat. 

Mrs. Cuurciu. Well, we hope it would be just as easy for you if 
you were al or1ste rec Repub an 

Mr. Burns. Of course it would be. I am a professional economist 
and must be wuided by profes ional standards. 

Mrs. Crurcn. Dr. Burns, I] do not know whether or not you know 
Mr. Hoifman, the chairman of the Committee on Government Opera 
tions. I think perhaps that he might like to ask some questions. 

The Cramrman. I am thoroughly satisfied with whatever you do. 

Mr. McCormack. Doctor, we have to make a record, and one of 
the important questions is *n connection with the personnel. 

Can you give us any information about what personnel you expect 
to have or you need? Of course, what you need is one thing and 
What you expect to have is dependent upon what is appropriated. 

Mr. Burns. Well, my needs are fairly clear, Mr. McCormack. I 
o with me some 6 or 8 of the top 
economists of this cou try. Whether I can secure them or not I ean 
not say, but Iam not entirely pessimistic. 


; % 1: 
need to have on this Council workin 


Mr. McCormack. Then what about the other pe rsonnel in othe 
lassifications ? 


Clas 

Mr. Bi RNS. There will he or course, a ovroup oft tatisticial - | 
need about a half a dozen of those, and perhaps 5 or 6 junior econo 

ists anda } \ secretal . 

\I Mc MAcK. That we kl be a small force at that, would 
It, ¢ pal lto tl] ize of the ] t) 

\i i RN i ¢ lL ha ( iit ( ( rorce ¢ oe 

Mi McCor Well \ el 0 re qaown mto the ower Cla 
i] ) \ muid ! VICE i p 

Mr. Burns. ! » the matte ) I would want, certainly 
secretaries, the clerical assistants, to function under ceivil-serv 
laws. I wouldn't \ int the toy economists to come under civil-service. 
There is besides a twilight Zone, About that zone I have no firm 


opinion and I should want to consult the Civil-Service Commission. 

Mr. McCormack. Now, what will be the compensation of tl 
Chairman / 

Mr. Burns. Under the Employment Act of 1946 the compensation 
of each of the three members of the Council is $16,000. However, an 
increase in the Chairman’s salary is now under consideration. Mr. 
Finan, who is with me, can tell you about that. 

Mr. McCormack. Well, it is not an important factor in my mind, 
I want you to understand that. It is simply for the record I am 
asking these questions. 

Mr. Burns. That can be fully explained by Mr. Finan. 

Mr. McCormack. I have no further questions. 

Mrs. Cuurcnu. Thank you very much, Dr. Burns. 
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t 


Mr. Finan, will you identify yourself for the record / 

Mr. Finan. My name is William F. Finan. I am the Assistant 
Director of the Bureau of the Budget for Management and Organ- 
ization. 

I have no prepared statement, Mrs. Church. I simply accompanied 
Dr. Burns in the event there were some questions about this plan 
which it would be more appropriate for the Bureau of the Budget to 
answer than it would be for Dr. Burns. 

Mrs. Cuurcu. Well, Mr. McCormack has raised a question about the 
compensation. I wonder if you would discuss that. The plan itself 
makes no change, but I understand there is to be a change in compen- 
sation. 

Mr. Frnan. Yes. It is our opinion that in view of the additional 
re sponsibilities placed upon the Chairman by this plan it would be 
appropriate to increase his compensation. Currently, we are think- 
ing along the line that it should be equated out with such officials as 
the Director of the Bureau of the Budget, with a salary at the rate 
of $17,500 a year. It will take legislation to do that, however, and 
up to the present time no legislation has been introduced. 

Mrs. Cnurcnu. And it is your plan that the salary of the remaining 
two members would still remain at $16,000? 

Mr. Frnan. That is correct. 

Mrs. a. Have you a question, Mrs. St. George? 

Mrs. Sr. Georcr. I was wondering, in view of the fact I think Dr. 
Burns inion: ed that the amount of money is rather low, how much is 
it going to cost to run this entire organization with all the economists 
as all the necessary clerical help? Have you any idea exactly what 
it will cost ? 

* Mr. Finan. Dr. Burns, of course, will be in exactly the same pos! 
tion as the head of any other agency and he will run this organization 
wituin the amount appropriated by the Congress. 

‘irs. Sr. Grorce. What did they spend, for instance, in the last 
fiscal year? 


Mr. FINAN. Last veal was not a normal year. Yo will recall that 
only enough money was appropriated to operate aa council up until 
the early spring, and the organization has been substantially liqui- 
dated for lack of funds. In normal prior years, I think almost from 


its inception, there was appropriated for the council approximately 
$300,000 a vear. 

Mrs. Str. Grorcr. And did that take care of all their expenses / 

Mr. Finan. It covered their total expenses. 

Mrs. Cuurcn. Has there been any thought of making this a con- 
tinuing body; in other words, to have one member appointed for 4 
years, another for 2 years, and so forth, so that you would have a body 
going through administrations, or is it always the plan to have it 
just coincidental with the term of a President? 

Mr. Finan. We consider the role of the council will be such that it 
is much more appropriate for the members of the council to serve 
at the pleasure of the President rather than having overlapping terms. 

Mrs. Cuurcnu. The thought occurred to me that there would be 
some value in setting up a council, a permanent council—nonpolit- 

cal—which would have the wealth of broad experience over a num- 
‘om of terms or years and under different economic conditions. 
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Mr. Finan. Well, I think that that kind of an arrangement would 
have, shall we say, the germs of very serious controversy. Just to 
use an exaggerated illustration, perhaps, you could bring about a 
situation in which the President would have 1, 2, and even 3 members 
of suc h a counc il who could pub hie lv take posit! ons or mn: ike recom 
mendations that were extremely embarrassing. 

If we are going to discuss this strictly from the point of view of 
theoretically sound organization—and, of course, that is my respon 
sibility—I believe that the members of the Council of Economic Ad 
visers should be appointed and serve in the same manner as the Direc 
tor of the Bureau of the Budget. which is strictly at the will of the 
President. 

Mrs. Crourcu. Well, I can see an interesting outcome in having 
a nonpolitical council. I had certainly hoped when we had a ne 
council we would never again find a council taking an active part in 


politics, or being used, speaking in terms of the economic thinking 
of just one President, but maybe that is too idealistic a viewpoint. 
It ae to me that economic advice should be more or less stabilized 
and clirect «| toward meeting economic changes. 

Mr. Finan. Perhaps Dr. Burns should answer that question rather 
than myself, but it is my understanding that this Council is intended 


to be as professional an organization as it is possible to organize 


Mrs. Cuvurcnu. In other words, it is to be a factfinding body, with 
conclusions based on the facts that it discovers, and advisory ? 

Mr. Finan. And advisory, that is correct. 

Mrs. Cuurcn. Do you have any questions, Mr. McCormack ? 

Mr. McCormack. No questions. 

Mrs. Cuurcnu. Thank you, Mr. Finan. 

Mr. George D. Riley is the next witness. 


STATEMENT OF GEORGE D. RILEY, MEMBER, NATIONAL LEGIS- 
LATIVE COMMITTEE, AMERICAN FEDERATION OF LABOR 


Mrs. Cuurcu. Will you identify yourself, Mr. Riley. 

Mr. Rirey. Madam Chairman, my name is George D. Riley. I am 
a member of the national legislative committee of the American Fed 
eration of Labor. 

I have a prepared statement I would like to have inserted in the 
record, if you will, please. 

Mrs. Cuurcu. Would you care to read it? I see it is brief. 

Mr. Ritxy. Well, it isn’t provocative. I ask you to include it, and 
[ will make a couple of informal remarks. 

We are in support of Reorganization Plan No. 9 in principle and 
in fact. A part of our support is predicated upon the belief and 
upon the desire that the Chairman of the projected Council will make 
his confreres full and working partners; otherwise, there would be 
no great purpose in creating the Council if the Chairman did not 
consult adequately with his colleagues. I think that is one of the 
things the Congress saw on the preceding one and failed to appro- 
priate because it gravitated into a one-man proposition in the final 
analysis. 

With those remarks, I have no further comments. 
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Mrs. Crurcn. Your prepared statement will be inserted in the 


The statement is as follows:) 


STATEMENT OF GEOR >. Ritey, MemMBer, NATIO L LeGISLATIVE COM MITTER, 
AMERICAN FEDERATION OF LABOI 


Che American Federation of Labor favors the purposes of Reorganization Plan 





No. 9, dealing with the reestablishment of the Council of Economic Advisers in 
i Office of the P s 
At the May 1953 meeting of the executive council of the American Federation 
f Kk. of Ls position was made clear on this point and in the lan 
g ined in the exhibit attached to this statement More immediate 
I Coun of Economic Adviser ppears in the fifth and sixth 
il ex! 
( l ] vil i nad dire ‘ 1 ( i the Cou 1 of 
] lic Adviser j ? l Publi I N« (4 of the 7th Congress 
h I s en \ ( Lo 
In section 4 (a) ref nee e to the Council of Economic Advisers to the 
P lent, which wonk ( muposed of 3 member ! appointed by the Presi 
b d with the vice and consent of the Senate Certainly, if the Congress 
I i the need fo incil in 1446 the desire and necessity for such 
{ T T \ is 1s ~ ~ s 7 ve ‘ 
| tl ely e precedil ct cil of Economi Adviser eased to exist for 
nt « appropl his is one of the rd hich every agency faces 
year to year; alth , in the instance of the Council of Economie Advisers 
| t I or V ’ ld 8 n ine \ ol al ‘ is ran ‘ basi 
Il assume hat the me ers of thi ommittee are informed on the details of the 
n to reesta sh the ¢ neil to the point th: staff of some 25 or 30 persons 
d be ed for yiie ‘ f proximately SL50.000 
The American Fede tion <« Labor agrees in tl ecessity for having this 
Council reestablished a1 hoy hat the Cong ke no action forbidding 
reestablishme1 
STATEMEN Y THE Ext ri COUNCLL OF THE AMERICAN FEDERATION OF LABOR, 


May 22, 1953 


With the exception of 1 few industries and areas suffering from chronic 
slocation, the Ame! n economy is now near the top of prosperity We do 
not anticipate a precipitous economic decline in the immediate future It is 
plain realism, however, to expect that, in a free-competitive economy such as 
ours, far-reaching adjustments will take place sooner or later unless forestalled 


by affirmative programs and policies pursued in concert by the Government and 
by voluntary groups and institutions. 

Courses of action to assure continued prosperity must be formulated now. It 
is too late to try to dam the destructive floodwaters of depression when they are 
already in full tice Americans have the right to insist on timely formulation of 
policies that would help sustain continued prosperity and on advance actions 
which would help prevent a recession 

While there is no reason for immediate anxiety, danger signs overshadow the 
future economic outlook. Wholesale prices have been steadily declining for over 
2 years. Consumer prices have not responded significantly to this downward 
trend. Production of a number of key consumer durable gocds is already coming 
in a volume greater than the estimated potential consumer demand. The recent 
increase in interest rates on Treasury bonds and insured home mortgages will 
set off a general rise in interest rates with widespread deflationary effects and 
with resulting tightening of credit. 

The exceptionally high rate of investment in new plants and production main- 
tained in recent years is not likely to continue unless future stability of consumer 
buying expenditures coming on top of these other developments are bound to have a 
further depressing effect on the economic activity. These factors are clearly in 
the picture regardless of the possibility of an early settlement of the Korean war. 
While a Korean settlement should not weaken the defense effort, it will no 
doubt create a psychology of hesitation and perhaps even anticipation of an eco- 
nomic decline. 

The Employment Act of 1946 provides a limited method of keeping the Presi- 
dent, the Congress, and the public at large informed about the meaning of cur- 
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rent economic developments and advised regarding future prospects through 
the Council of Economic Advisers and the Joint Committee on the Economic Re- 
port. We believe that this machinery should be strengthened and made fully 
effective. 

It is our considered judgment, however, that in the present situation additional 
measures are needed to enable the country to anticipate and meet any possible 
threat of an economic crisis. 

To this end we ask that consideration be given to the establishment in the 
near future of a special Presidential Commission which would be charged with the 
task of making a thorough study of the economic outlook and of bringing for 
ward specific recommendations designed to assure continuing economic expan- 
sion, financial stability, and full employment of men and factories on a sound and 
stable basis. We recommend that this Commission be composed of qualified 
representatives from the Government agencies concerned, including the Depart- 
ment of Labor, the Department of Commerce, and the Council of Economic 
Advisers, as Well as of representatives of labor, business, and the farmers. We 
would like to such a Commission established in the near future and charged with 
the responsibility of presenting its report and recommendations to the President 
for transmittal to the next session of Congress. 

Mrs. Cuurcnu. Have you any questions, Mrs. St. George / 

Mrs. Sr. Grorar. No. 

Mrs. Cuurcn. Mr. McCormack ? 

Mr. McCormack. Well, of course, it is very apparent, Mr. Riley, 
that this council performs a very important function in carr ving out 
the 1946 act, which we all want to keep our economy strong. 

Mr. Riney. Quite so. 

Mr. McCormack. And we recognize that there are men, persons, 
who have devoted their lives to the studies of economic and financial 
questions and all other questions relating to those factors which make 
up the national economy of our country, and that Dr. Burns and his 
associates will make sacrifices, whoever the others are; they will have 
a lot of headaches, and they will make a lot of sacrifices in public serv 
ice, we all understand that; but this is an important matter, and cer- 
tainly the present situation leaves the 1946 act a dead-letter statute 
unless we give it the power to carry out through the council: no ques 
tion about that, and this is the plan that is before us. We have to 
vote it up or down. 

Mr. Ritey. That is right. 

Mr. McCormack. And the only concern IT had was the spirit that 
might develop, and Dr. Burns has very wisely said that it depends 
mainly upon who the chairman is and the conduct of the council; and, 
of course, it also depends upon whether there are conflicts that in 
volve consideration and whether the other members express themselves 
and make their views known. 

Mr. Ritey. Well, I quite agree, Mr. McCormack, with your state 
ment. They are representing the various segments of the body politic. 
We consider ourselves one of those segments, and that is one of the 
reasons we are taking an active interest in this on the affirmative side. 

Mr. McCormack. One of the reasons I had in asking questions about 
the advisory group, outside of Government agencies, is that I thin ; 
they should be representative in order to get the collective viewpoin 
Of course, it is not binding upon the chairman or the members, we 
know that, but it is very important and all views should be ascertained. 

Mr. Ritey. Well, we think sufficiently of it, Madam Chairman, that 
at the most recent meeting of the executive council of the American 
Federation of Labor they considered the situation to be of very great 
importance to their full-membership, now totaling some 10 million 
members. 








16 REORGANIZATION PLAN NO. 9 OF 1953 


Mrs. Crurcu. Mr. Riley, do you happen to know whether the Con- 
eress of Industrial Organizations has even considered this plan ? 

Mr. Riney. Really, I don’t know. I haven't, really, any way to 
ompare notes with them. 

Mrs. Crrurcu. I would like to ask this question, if I may. 

You remember in my questioning of Dr. Burns that I asked about 
the Advisory Board on Economie Growth and Stability, with which 
he is to be in close touch. 

I would gather from what you say (and it is my own desire to have 
all se giments 2 prese nted), th: it you feel a plan that would encourage 
discussion with the economic advisers of various departments, such as 
the Labor Department, would be of definite value ? 

Mr. Rivey. Oh, yes, obviously, as many pressures on the subject 
from as many de partments as possi ible. 

1 would like to make a comment on ne you and Dr. Burns 
yon ussed in the colloquy you engaged in a moment ago, about the di- 
vergent views and his attempt ng to get a common denominator in 
the whole thing. It is the views which make up this Republic, and I 
think that is all the more reason for there being a full collaboration 
and cooperation among the members of the council. 

Mrs. Cuurcu. I am sure you understand, Mr. Riley, that these 
plans which come down under the Reorganization Act cannot be 

hanged; you either take them or leave ths mm. If it were possible 
iO amend, would you have any sugges stions 

Mr. Ritey. Well, I think you really put your finger on the crux 
of the thing awhile ago—possibly Mr. McCormack brought that 
out—the full consultation. That seems to be the only thing, and 
I think that is largely a state of mind. I don’t knew too much 
about how you could legis): ite on that point. 

Mr. McCormack. I assume that is implied by the plan itself. 

Mr. Rinry. Yes—not implicit, but implied. 

Mrs. Cuurcn. And yo ul ove rwhelmingly, then, endorse it? 

Mr. Ritey. Oh, yes, definitely. I haven’t any comment to make on 
the plan. That is the crux of the statement, which I have attached 
to my own statement, issued by the executive council of the American 
Kederation of Labor. ‘They feel and have felt the necessity of assem- 
bling this council. 

Mrs. Cuurcn. I wonder if you would let me say informally and 
personally that I think it is a very fine sign that the American Fed- 

‘ration of Labor has shown this interest. 

Mr. Ritey. We havea great feeling of belonging, and I am sure you 
will hear from us right along. 

Mr. McCormack. Mr. Riley, as to the 1946 statute— 

Mr. Riney. The Employment <Act. 

Mr. McCormack. Yes. That is a matter of vital importance to all 
of us, and it represents a great ideal that this council can contribute 
ereatly toward obtaining in a practical way. I remember when the 
bill went before the Congress. I was majority leader at the time, 
and I led the fight for it, and we had quite a battle over some words, 
whether it should be full employment or maximum, and so forth. 

Mr. Ritey. I remember it at the time. 

Mr. McCormack. Yes. I didn’t think the difference meant much, 
except, again, they were similar to the spirit of divergent views, and 
it really comes back to the operation of the law, which would have to 
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be through the work of the council, the recommendations, so the coun- 
cil, in my opinion, is the important vehicle, and without a council, for 
all practical purposes, the act is a dead-letter statute until there is a 
council appointed, some implementing machinery. 

Mr. Riney. That is exactly the way we talk about it. 

Mr. McCormack. Whether the council has three individuals or any 
other number 

Mr. Ritey. I see on the table here you have a copy of the full 
Employment Act of 1946, and I want to comment that it is contained 
in fewer than four full pages. It is a concise job, but it nevertheless 
has a great deal of substance in it. 

Ir. McCormack. Now, when we have the vehicle established, which 


is the council, another important thing is for the council to have the 


machinery by which to function. That means “ppropriations. 

Mr. Riney. Of course. That is the hardest. 

Mr. McCormack. It is apparent from the bill before the House 
that the appropriation, the estimate sent up, has been cut by a 
hundred thousand dollars, and to what extent that will interfere 
with the effective work of the council has been indicated briefly 
Dr. Burns 

Mr. Rinxy. That appropriat on 1s carried the pending omnibus 
bill, appropriations b nil, and it is our purpose to follow the appropr 
tion over to the other side with the request that they puta little more 
into it. 

Mr. McCormack. Well, based on experience, might I suggest t 
it is always important to try and have the necessary appropriatio 
come out of the Appropriations Committee, bec e it is pretty diff 
cult Lo put it back on the floor, and the real work 1s the n in the co} 


mittee, particularly the subcommittee, in following it up to pro 
it in the or neral committee before t] ey report the bill out. IL ki 
that from experience. 

Mr. Riney. That is right. 

Mr. McCormack. I will just ask this question for the record. | 
am confident of what the answer will be, but again, for the record, | 
assume it is the determination of the dinerican By deration of Labor 
to see that the necessary appropriations are made, to do everything 
possible that will enable this economic council to e arry out the pro 
visions of the 1946 Full Employment Act? 

Mr. Rirwy. We feel that if the economic council does not work 
perhaps our economic system won’t work. We think it is sort of a 
watchword in this case to make it work. 

Mr. Mc¢ ‘ORMACK, It can play a very Important part in this work, 
its consideration and recommendations and its guidance to the Ame 
can people. 

I think that is all. 

Mrs. Crrurcu. Thank you very much. 

Mr. Riney. Thank you. 

Mrs. Cuurcu. We have received a letter from Senator Flanders, 
Vice Chairman of the Joint Committee on Economic Pape ys in the 
last paragraph of which he says, “I am very strongly in favor of Re 
organization Plan No. 9 and hope that its initiation wil not be pre 
vented.” 

Without objection, I would like to include that letter in the record. 

( Letter dated July 13, 1953, from Ralph E. Flanders, Vice Chair- 
man of the Joint Committee on Economic Report, is as follows :) 
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CONGRESS UI E UNITED STATES, 
JOINT COMMITTEE O HE HCONOMIc REPORT, 
July 13, 1958. 
I ( ~ rT 
«'¢ { to 

Washir n, D. € 
Dear M ( H: Most unfortunately, twe her commitments at this sidé 
( e fo! ie ft { aring o Reorganizatior 
I I l 1 to do ! am theref hay to send you in this 

‘ } | n i t it 
Cher n the first ea great nec y to keep going in an effective way 
f i dent’s Econo mineil and the Joint Com 
iN ! I ery ¢ imittee of Con 
Cong! 3 Si eff on the maintenance of 
employ nt and produ n in this country It is extremely necessary, how 
e | mi : nh and 1 piace in the Congress in 
| ‘ I he ma ‘ ee production and employment is 

f | ad tak iecemeal 
y pl of course at this t of the Economie Council. 
rhe ¢ il is charged with viewing the effects of all the actions of Government 
i) ae irl ~ I ee nomic ng the peopl of the country. 
nee t tl { e ¢ iInot be overel Zed in view of our hope to 
due e ft defense economy to an ¢ y of peacetime production. 
rob nvolved in t I re, and will be, very serious indeed and 





spects, the future of the world depend 





l u 1 of this problem. lor this, the means provided in the 

l l l ] I Counc! 
rhere is also very much indeed to be said in favor of the new form which the 
) tion Plan i gives to the Coun We have had in times past dif 
ferent members of tha ly appearing before congressional committees and, I 
doubt not before the President himself, with widely varying points of view. It 


is much preferable to have a Chairman who is solely responsible to the President 
and solely responsible for any congressional appearances that may be deemed 
le 

I am very strongly in favor of Reorganization Plan No. 9 and hope that its 
initiation will not be prevented 


Sincerely yours, 


advisab 


RALPH E. FLANDERS. 

Mrs. Cuvrci. In addition, I would like to say that we sent an 
invitation to Dr. Edwin G. Nourse, formerly the Chairman of the 
Council of Economic Advisers, to testify, and we asked, if he did not 
care to testify, whether he would like to submit a brief. He is in 
California, and we have not heard from him. 

If an answer comes in, may it be included in the hearing ? 

Mr. McCormack. Yes. 

Mrs. St. Grorce. Yes. 

Mrs. Cuurcu. Representative Jesse Wolcott, Chairman of the Joint 
Committee on the Economic Report, was asked to testify, and he sent 
word that he could not appear at this time. 

I think, if the two members will remain for a minute, perhaps we 
can take action immediately on House Resolution 263 and close the 
matter. 

Mr. McCormack. Why not take it now? 

Mrs. Cuurcu. That is all right with me. 

Mr. McCormack. I move that the subcommittee recommend to the 
full committee the disapproval of House Resolution 263, which means 
an approval of the plan. 

Mrs. St. Georce. I second that motion. 

Mrs. Cuurcn. All those in favor signify by saying “Aye.” 

Opposed, “No.” 

The meeting is adjourned. 

(Whereupon, at 11:01 a. m. the hearing was adjourned.) 
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l 
SPECIAL SUBCOMMITTEE ON REORGANIZATION, 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, dD. 

The special subcommittee met at 9:30 a. m., pursuant to recess, in 
room 1501, Old House Office Building, Shand M. arguerite Stitt Church 
(chairman of the special subcommittee) presiding. 

Mrs. Cuurcn. I would like to return to plan No. 9. Mr. Hoffman 
assigned to us Mr. Smith, and Mr. Smith is working on a report. 
The report has not been completed because, as you know, at 9:45 Mr. 
Wolcott is to testify, but I wonder whether the subcommittee would 
state how long a report they think it should be; or whether or not 
the full committee should simply receive a brief statement from us of 
our action taken. 

Mr. McCormack, how long a report do you think it should be? 

Mr. McCormack. The shorter the better. I never believe in long 
reports if we get unanimous action. 

Mrs. Cuurcu. In other words, you would favor including just a 
list of the witnesses heard or not even go that far? 

Mr. Smirn. Pardon me, but I understand they intend to print the 
record of the hearings. 

Mrs. Sr. Grorcr. They just brought in a copy to me to go over. 

Mr. Suir. On 9? 

Mrs. Sr. Grorce. Yes. 

Mr. Smitn. Then they have not as yet printed them. 

Mrs. Cuurcu. Then I wondered whether the committee might set 
a time to meet on Tuesday, just to consider the two brief reports. 

Mr. McCormack. As far as I am concerned, I will give you my 
proxy for whatever report you want. 

Mrs. Cuurcn. You are certainly taking it on faith. 

Have you any expression of opinion on whether or not considera- 
tion of this should be brought to the floor ? 

Mr. McCormack. In other words, I approve of your having the 
meeting for the report purpose; that is very wise, and I am partici- 
pating—I will be here if I can, but, if I am not, you have my proxy 
so vou have a subcommittee meeting. 

Mrs. Crurcit. Would it be possible for you to meet at 10 o’clock 
Tuesday ? 

Mr. McCormack. Better still, Mr. Smith can give us each a copy 
of the report and let us sign it. 

Mrs. Crurcn. Then notify me. 
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Mrs. Sr. Grorcr. I have a subcommittee hearing here on Tuesday, 


so that ne reasol I could not do it. 
Mr ORMACK. We im meet over on the floor anyway. 
Mr: 3 Sr. Grorce. We coula. Just bring the report. 
Mr I mn. It was 1 hope th: » would not even have t 
irs. Cuourcn. it was mv hope that we would not even have to 


LiKe the resolut on to the leor, and I think the full committee would 
ro along on that, and T had rather hoped that Mr. Hoffman would 
ill a brief meeting of the committee on W Ine day to take action 
on the report if necessary. 


Ott the record. 


Discus on off the recora. ) 

Mrs. Cuurcu. I think, if there is no objection, we will put our 
ttention o1 more on plan No. 9 and give Mr. Wonow ~ who 1 
the chan of the House Committee on Banking and Currer 


il ‘ Mma}! 


Mr. Wolcott. re ¢ | htect te hea 2 VU ith ae 


STATEMENT OF HON. JESSE P. WOLCOTT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MICHIGAN 
Mr. Wotcorr. I am honored to be here. I understand that you 
agreed on what you should do, even if you have not already taken 
action on plan No. 9. 


Bri fiy, there was a meeting some 3 or 4 months ago to reorganize 
the Council of Econ: Ad S. 1 am here more in the capacity of 
Chairman of the Joi t Comm nit e on the Economic Report than 
Banking and Currency, because the Joint Committee on the Economic 


Report works very els with the Council of Economic Advisers, 
both of which were set up 1 nad rT ihe Employment Act ot 1946. It is 
the Council which advises the President on economic matters. The 
primary purpose is to make studies and continue studies to prevent the 
ups and downs in our economic line. 

There has been a great deal of confusion due to the fact that they 
had under the original act a 3-man Board with a Chairman and a 
Vice Chairman, om I presume when you get 3 economists together 
it is similar to getting 3 lawyers or perhaps 3 doctors together- 
they do not always agree—and so the President has had before him 
repeatedly 3 different opinions. There has not been any effective 
opportunity apparently for the reconciling of the views of members of 
the Board. 

Now, this new plan contemplates that the Chairman will be given 

i little more dignity in at least one respect. He is the coordinating 
nf uence betweeri the members of the ae There will be a Board of 
3. Under the reorganization plan, I believe they have done away with 
the office of Vice Chairman, so that from now on when the President 
gets the report of the Council of ear Advisers en which is 
predi ‘ated the annual report to Congress on which the Joint Com- 
mittee on the Economic Report works, there will be some unanimity of 
opinion, ‘ead the President will not have to reconcile the 3 different 
opinions hims 

That. I cuess. is the substance of w the plan is about as worked 


4 ‘ ' : ay ’ , 
out between Mr. Burns—the only one who has been appointed to 


] 


reat 
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the Council and who presumably will be the Chairman—and Sena- 
tor Taft and myself. 

As I understand the reorganization plan, it follows substantial- 
ly—if not to the letter—the Sstamnaemians which were made in 
that meeting. I believe that is all that I have to say about it, unless 
you have some questions. 

Mrs. Cuurcu. I would like to ask one question, if I may take 
the right of speaking first, and apologize to the other members. Is 
it your understanding that the Chairman would report the differ- 
ence of opinion within the Council to the President if it is not rec- 
onciled? 

Mr. Woxcorr. Well, he has assured us that the opinions can be recon- 
ciled. Any chairman who is, like you, operating in committees—we 
come out with a unanimous report sometimes. “Perhaps we do not 
wholly agree with it, all the details of it, but in principle we agree, and 
so we report a unanimous report. 

I think Dr. Burns or anyone else in that capacity can reconcile most 
the differences. There are no differences of opinion, even in the field 
of economics, that cannot be reconciled. It would be his duty under 
the reorganization plan as chairman of the Council to recone ile all the 
differences. They are mostly minor. 

Frankly, I think that in years gone the problems have been more 
political than economic. There were questions as to whether the 
Council of Economic Advisers should testify before the Joint Com- 
mittee on the Economic Report. Those questions, of course, have 
nothing to do with economics; they have more to do with the machinery 
under which the Council functions. 

Mrs. Cuurcu. Mrs. St. George. 

Mrs. Sr. Grorce. Mr. Wolcott, will the Chairman—who is appar 
ently already appointed have any voice at all in the appointment 
of the other members? 

Mr. Wotcorr. Presumably so. 

Mrs. Sr. Grecrcr. In that way it would be easier to have a board 
that would be harmonious if he had a voice in it. 

Mr. Woxcorr. I believe there can be no question about the fact that 
whoever is appointed—the other two members of the board will be 
on his recommendation undoubtedly because it is faulty to set up a 
plan like this and then tie the chairman’s hands to a point where it 
would be impossible to reconcile the different opinions. His recom- 
mendations in respect to the appointees will be followed with that in 
mind, J am sure, 

Mrs. Str. Grorcr. In other words, the chairman has very consider 
able aie under this new reorganization plan, far more than he had 
in the past ¢ 

Mr. Wotcorr. That is right. 

Mrs. St. Grorcr. And really the effective working of the whole plan 
is very dependent on the chairman; is that correct / 

Mr. Woxcorr. Yes; and is bound to result in a smoother operation. 

Mrs. Cuurcu. Mr. McCormack ¢ 

Mr. McCormack. No questions. 

Mrs. Cuurcu. Mr. Wolcott, the other day when Dr. Burns was 
here I raised the question as to whether there might ever be a value 
in having a continuing advisory board. 
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Mr. Wotcorr. Well, this is presumably a continuing advisory board, 
although economics not being an exact science, the recommendations 
of the economists are presumed to be predicated upon fact, and let 

the chips fall where they may. 

Of course we do know that economists come to different conclusions 
on the same set of facts as lawye rs might, but I think it is our pur- 
pose that the Council of Economic Advisers will become a highly 
specialized department so that if it operates as we desire it to operate, 
it will be a continuing agency because they will be highly specialized in 
that particular line of work, and a member of the Council working 
for the Government in that particular is put in a little different 
position than just a free lance economist because he has to reconcile 
his opinions for the benefit of all of the people, and if that is done, 
then we presume that the Council of Economic Advisers will become 
ul perpetuating body. 

We have had some trouble in years gone by because of the dogmatic 
app roa ni to economic thinking, making it almost impossible to recon- 


tle differences. A man sometimes has been appointed as an economist 
without ai regard to his ability to reconcile his opinions with those of 
others, and that has, to what you and I would consider, not been con- 
ducive for the greatest good of the country. 


He was opinionated, that is all, and regardless of what might 


happen. his opinion wa rm Vhat we desire to do is to vet econo 
mists who are eood « mnists and vet who can reconcile their eco- 
nomic op Inions with what is for the commo! wood, 


Mrs, Cnurcu. Thank vou. 

Mr. Worcorr, I think that can be done; we hope so, anyway. 

Mrs. Cuurcn. Thank you very much for coming in. 

Before we leave plan 9, I woul | like to report that I had a letter 
from Dr. Byrnes asking me if he might insert one sentence in his 
testimony. I presume that that is permissible, and in fact I told 
him that I thought it was. 

Ile was given the right to correct the transcript, and he wished to 
add one sentence. It was a sentence which proclaimed himself as a 
professional economist free of polit ics. 

Is there any objection ? 

Mr. McCormack ¢ 

Mr. McCormack. No. 

Mrs. Cuurcnu. If you will make sure that the insertion is included 
in the hearing. 

I think, having taken action on plan 9, we will consider the con- 
sideration completed and go back to plan 10. 

(Whereupon, at 10 a. m., the hearing adjourned. ) 
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